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Independent Accountants Report

To the Board of Directors of

Investment Architects Inc

We have audited the accompanying statement of financial condition of Investment Architects Inc

the Company as of December 31 2011 and the related statements of operations changes in

stockholders equity and cash flows for the year then ended that are filed pursuant to rule 7a-5

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements

based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also includes assessing

the accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provides reasonable basis

for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Investment Architects Inc as of December 2011 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as

whole The supplementary information on pages 11 and 12 required by Rule 17a-5 under the

Securities Exchange Act of 1934 is presented for purposes of additional analysis and is not part
of

the financial statements Such information is the responsibility of management and was derived

from and relates directly to the underlying accounting and other records used to prepare the

financial statements The information has been subjected to the auditing procedures applied in the

audit of the financial statements and certain additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records used to prepare

the financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our

opinion the information is fairly stated in all material respects in relation to the financial statements

as whole

Needham Massachusetts

February24 2012

Cayman Island Office 27 Hospital Road P0 Box 1748 Grand Cayman KY1-1109



IN VESTMENT ARCHITECTS INC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash

Deposits with clearing broker

Commissions receivable

Investment in securities at fair value cost $14607

Prepaid expenses

Property and equipment net of accumulated depreciation of $32662

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Commissions payable

Acounts payable and accrued expenses

Total liabilities

Stockholders equity

Common stock no par value 1000 shares authorized

540 issued and outstanding

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

143541

25006

69583

22059

13116

1005

575

274885

79930

4682

84612

7500

182773

190273

274885

The accompanying notes are an integral part of these financial statements
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IN VESTMENT ARCHITECTS INC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2011

Revenues

Commission income

Realized gain on investment in securities

Change in unrealized gains and losses on investment in securities

2092777

4904

2208

Expenses

Commissions

Compensation payroll taxes and benefits

Communications

Depreciation

Financial technology services

Insurance

Licenses and permits

Office

Other

Professional fees

Rent

State franchise tax

Utilities

1857842

118022

8227

423

38887

27882

20012

3009

4751

8776

7419

800

3504

Net loss

Total expenses 2099554

4081

The accompanying notes are an integral part of these financial statements

Total revenues 2095473
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INVESTMENT ARCHITECTS INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
YEAR ENDED DECEMBER 31 2011

Common Retained

Balance beginning of year

Net loss

Balance end of year

Stock Earnings Total

The accompanying notes are an integral part of these financial statements

7500

7500

186854

4081

182773

194354

4081

190273

-4-



INVESTMENT ARCHITECTS INC
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2011

Cash flows from operating activities

Net loss 4081

Adjustments to reconcile net loss to net cash

provided by operating activites

Realized gain on investment in securities 4904
Net change in unrealized gains and losses on investment in securities 2208

Depreciation 423

Changes in operating assets and liabilities

Commissions receivable 5233

Prepaid expenses 5761
Accounts payable and accrued expenses 1095
Commissions payable 9670

Total adjustments 5774

Net cash provided by operating activities 1693

Cash flows from investing activities

Proceeds from sale of securities 11396

Net increase in cash 13089

Cash at beginning of year 130452

Cash at end of year 143541

The accompanying notes are an integral part of these financial statements

-5-



IN VESTMENT ARCHITECTS INC
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2011

Description of Operations

Investment Architects Inc the Company was incorporated in the State of California in

1984 The Company is registered as broker-dealer with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulatory Authority

FINRA The Company is an independently owned full service broker dealer whose

representatives come from financial planning insurance and wire house backgrounds The

Company assists clients in investing in mutual funds insurance products stocks bonds

managed accounts and other investment services It does not hold customer funds or securities

The Company has an agreement with its clearing broker to clear securities transactions carry

customers accounts on fully-disclosed basis and perform record keeping functions and

accordingly operates under the exemptive provisions of Securities and Exchange Commission

Rule 15c3-3k2ii

Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Company have been prepared on the accrual basis of accounting

and accordingly reflect all significant receivables payables and other liabilities

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported

amounts and disclosures Accordingly actual results could differ from those estimates

Cash and Cash Equivalents

Cash includes cash accounts and deposits with brokers that are available for immediate

withdrawal

Commissions

Commissions and related clearing expenses are recorded on trade date basis as securities

transactions occur

See independent accountants report
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IN VESTMENT ARCHITECTS INC
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2011

Summary of Significant Accounting Policies continued

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization

Depreciation is computed on straight-line basis over the estimated useful lives 5-7 years of

related assets

Valuation of Investments

Investments are carried at fair value Fair values for securities which are freely tradable on

securities exchange or other active markets are determined by the last sales price on the last

business day of the period

Under generally accepted accounting principles there is hierarchy for inputs used in

measuring fair value that maximizes the use of observable inputs and minimizes the use of

unobservable inputs by requiring that the most observable inputs be used when available

Observable inputs are those that market participants would use in pricing the asset or liability

based on market data obtained from sources independent of the Company Unobservable inputs

reflect the Companys assumptions about the inputs market participants would use in pricing the

asset or liability developed based on the best information available in the circumstances The

fair value hierarchy is categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or

liabilities that the Company has the ability to access Valuation adjustments and block discounts

are not applied to level measurements Since valuations are based on quoted prices that are

readily and regularly available in an active market valuation of these securities does not entail

significant degree ofjudgment

Level Valuation based on one or more of the following quoted prices in active markets for

securities which are not identical to those being valued quoted prices for securities in markets

which are not active inputs other than quoted prices that are observable for the asset or liability

being valued either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair

value measurement

See independent accountants report
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IN VESTMENT ARCHITECTS INC
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2011

Summary of Significant Accounting Policies continued

Income Taxes

The Companys management is required to determine whether tax position of the Company is

more likely than not to be sustained upon examination by the applicable taxing authority

including resolution of any related appeals or litigation processes based on the technical merits

of the position

The tax benefit to be recognized is measured as the largest amount of benefit that is greater than

fifty percent likely of being realized upon ultimate settlement with the relevant taxing authority

Dc-recognition of tax benefit previously recognized results in the Company recording tax

liability that reduces ending stockholders equity Based on its analysis the Companys

management has determined that it has not incurred any liability for unrecognized tax benefits

as of December 31 2011 However managements conclusions regarding this policy may be

subject to review and adjustment at later date based on factors including but not limited to

on-going analyses of and changes to tax laws regulations and interpretations thereof

The Company recognizes interest and penalties accrued related to unrecognized tax benefits in

income tax fees payable if assessed No interest expense or penalties have been recognized as

of and for the period ended December 31 2011

Subsequent Events

Management has evaluated subsequent events through February 24 2012 the date the financial

statements were available to be issued

Deposits with Clearing Broker

The Company has brokerage agreement with Wedbush Morgan Securities under which

Wedbush Morgan Securities acts as clearing broker for the Company The clearing broker

carries separate accounts for the Company and for each of the Companys customers and it

processes all of the trading transactions of the Companys customers and maintains custody of

their cash and securities balances The clearing broker has custody of the Companys cash

balances which serve as collateral for any amounts due to the clearing broker as well as

collateral for securities sold short or securities purchased on margin Interest is paid monthly on

these cash deposits at the average overnight repurchase rate

See independent accountants report
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IN VESTMENT ARCHITECTS INC
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2011

Property and Equipment

Property and equipment are recorded at cost and summarized by major classifications as

follows

Furniture and fixtures 3014

Computer and equipment 30653

Less Accumulated depreciation 32662
Net property and equipment 1005

Depreciation expense for the year ended December 2011 was $423

Occupancy

The company has leased its facilities on month to month basis payable at rate of $1200 per

month until March 2011 and increased to $1273 thereafter The Company pays the rent for the

first six months of the year An affiliated company Resource Investment Architects Inc pays

the rent for the last six months of the year The rent expense incurred by the Company amounted

to $7419 for 2011

Risk Concentrations

The Company is engaged in various trading and brokerage activities in which counterparties

primarily include broker-dealers banks and other financial institutions In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The risk of

default depends on the creditworthiness of the counterparty or issuer of the instrument It is the

Companys policy to review as necessary the credit standing of each counterparty

The Company maintains its cash in bank deposit accounts which at times may exceed federally

insured limits Cash accounts are guaranteed by the Federal Deposit Insurance Corporation

FDIC up to $250000 Deposits with brokers are not covered by FDIC insurance

Related Party Transactions

The shareholders of the Company and person related to one of the shareholders received

commissions during 2011 amounting to $81182

See independent accountants report
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IN VESTMENT ARCHITECTS INC
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2011

Off-Balance-Sheet Risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to

its clearing broker on fully disclosed basis All of the customers money balances and long

and short security positions are carried on the books of the clearing broker In accordance with

the clearance agreement the Company is obligated for any losses the clearing broker may
sustain from carrying securities transactions introduced by the Company In accordance with

industry practice and regulatory requirements the Company and the clearing broker monitor

collateral on the customers accounts introduced by the Company

Net Capital Requirements

The Company is required by SEC Rule 5c3- to maintain minimum net capital of the greater

of 2/3% aggregate indebtedness or $5000 minimum net capital and ratio of aggregate

indebtedness to net capital not exceeding 15 to At December 2011 the Company had net

capital of $165911 which was $160270 in excess of its required net capital of $5000 The

Companys ratio of aggregate indebtedness to net capital was 0.53 to

See independent accountants report
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INVESTMENT ARCHITECTS INC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2011

Total stockholders equity 190273

Deductions

Non-allowable assets

Commissions receivable 682

Prepaid expenses 13116

Property and equipment net 1005

Other assets 575

15378

Net capital before haircuts 174895

Less

Haircuts on securities 3309

Undue concentration 675

Fidelity bond 5000

8984

Netcapital 165911

Aggregate indebtedness

Accounts payable and accrued expenses 4682

Commissions payable 79930

84612

Computation of net capital requirements

Minimum net capital required greater of 2/3% of

aggregate indebtedness or $5000 minimum dollar net capital 5641

Excess net capital 160270

Ratio of aggregate indebtedness to net capital 52.79%

See independent accountants report
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IN VESTMENT ARCHITECTS INC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION CONTINUED
DECEMBER 31 2011

The following is reconciliation of the net capital per Form X-17A-5 Part LI-A filing as of

December 31 2011

Net capital as reported in the Companys

Part II unaudited FOCUS report 159069

Commission expense adjustment 9913

Haircuts on securities position including undue concentration 3071

Net capital per above 165911

Aggregate indebtedness as reported in the Companys

Part II unaudited FOCUS report 84611

Aggregate indebtedness as reported herein 84612

See independent accountants report
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IN VESTMENT ARCHITECTS INC

INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES RELATED TO AN

ENTITYS SIPC ASSESSMENT RECONCILIATION
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 17a-5e4

AND SCHEDULE OF SECURITIES INVESTOR PROTECTION
CORPORATION ASSESSMENTS AND PAYMENTS

YEAR ENDED DECEMBER 31 2011
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Independent Accountants Report on

Applying Agreed-Upon Procedures Related to an

Entitys SIPC Assessment Reconciliation

To the Board of Directors of

Investment Architects Inc

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with
respect to the accompanying Schedule of Securities Investor

Protection Corporation SlPC Assessments and Payments for the year ended December 31 2011

which were agreed to by Investment Architects Inc the Company and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc SIPC and other state regulatory authorities

solely to assist you and the other specified parties in evaluating the Companys compliance with the

applicable instructions of the General Assessment Reconciliation Form SIPC-7 Management is

responsible for the Companys compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by the American Institute

of Certified Public Accountants The sufficiency of these procedures is solely the responsibility of those

parties specified in this report Consequently we make no representation regarding the sufficiency of the

procedures described below either for the purpose for which this report has been requested or for any

other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursements

record entries which included the check register and copies of checks noting no differences

ii Compared the amounts reported on the audited Form X-17A-5 for the period beginning January

2011 and ending December 31 2011 as applicable with the amounts reported in Form SIPC-7

for the same period noting no differences

iii Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences and

iv Proved the arithmetical accuracy of the calculation reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Needham Massachusetts

February 24 2012
Cd.1dJ4/ .q

Caymari Island Office 27 Hospital Road P0 Box 1748 Grand Cayman KY1 -1109



IN VESTMENT ARCHITECTS INC
SCHEDULE OF SECURITIES INVESTOR PROTECTION CORPORATION

ASSESSMENTS AND PAYMENTS
YEAR ENDED DECEMBER 31 2011

Annual

Date Paid Payments Assessment

or Filed Made Per Report

SIPC-6 general assessment for the first

half of the year ended December 2011 October 14 2011 65 65

SIPC-7 general assessment

for the fiscal year ended December 31 2010 June 10 2011 240 240

305 305

Name of collection agent Financial Industry Regulatory Authority



INVESTMENT ARCHITECTS INC

SUPPLEMENTAL REPORT OF INDEPENDENT AUDITORS ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17A-5g

YEAR ENDED DECEMBER 31 2011
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Supplemental Report of Independent Auditors on

Internal Control Required by SEC Rule 7a-5g

To the Board of Directors of

Investment Architects Inc

In planning and performing our audit of the financial statements and supplemental schedules of

Investment Architects Inc the Company as of and for the year ended December 31 2011 in

accordance with auditing standards generally accepted in the United States of America we
considered the Companys internal control over financial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of

the Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company This study

included tests of such practices and procedures that we considered relevant to the objective stated

in Rule 7a-5g in making the periodic computations of aggregate indebtedness or aggregated

debits and net capital under Rule 17a-3a11 and for determining compliance with the

exemptive provisions of Rule 15c3-3 The Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities Consequently the

Company does not have practices and procedures to ensure compliance with regulations

applicable to those functions

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraphs In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of an internal control and

the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibilities are safeguarded against loss

from unauthorized use or disposition and transactions are executed in accordance with

managements authorization and recorded properly to permit preparation of financial statements

in conformity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Cayman Island Office 27 Hospital Road P0 Box 1748 Grand Cayman KY1-1109



Because of inherent limitation in internal control or the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of the internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate at December 31 2011 to meet the SECs

objectives

This report is intended solely for the use of management the SEC the Financial Industry

Regulatory Authority and other regulatory agencies that rely on Rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

Needham Massachusetts

February 24 2012


